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Preface 
This report presents a summary and the presentations of the expert workshop "Developments 
in agricultural commodity markets: a special focus on Ukraine, Russia and Kazakhstan", 
organised by the Institute for Prospective Technological Studies (IPTS) of the European 
Commission's Joint Research Centre (JRC), in close cooperation with the European 
Commission's DG Agriculture and Rural Development. The workshop took place in Kiev on 
26-27 October 2010.  
Major objectives of the workshop: 
 give an overview on short/medium term perspectives of European agricultural markets in 
the context of world market development, focussing in particular on Ukraine, Russia and 
Kazakhstan; 
 a special focus was given to the potential and constraints of agricultural production in 
Ukraine, Russia and Kazakhstan; 
 outline the reasons behind observed and prospected market developments; 
 present expert knowledge from agri-business and market analysts; 
 provide a forum for discussion and for drawing conclusions on key factors for agricultural 
market development in Ukraine, Russia and Kazakhstan. 
Special focus: production potential and constraints in Ukraine, Russia and Kazakhstan 
 Production and export potential of the agricultural sector in Ukraine, Russia and 
Kazakhstan 
 Import potentials 
 Infrastructure and organisation of the (regional) agricultural markets 
 Domestic agricultural policy and government regulations 
 Regional transportation/infrastructure (roads, railways, etc.) 
 Financing of the agricultural sector 
 Sustainability issues 
 
The information gathered at the workshop served as valuable input to further IPTS projects, 
like for example the extension of the agro-economic model AGMEMOD towards Ukraine and 
Russia, and specific reports on the current situation and market outlooks for the agri-food 
sectors in Ukraine and Russia. 
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Summary 
The former Soviet Union countries are important producers and consumers of agricultural 
products and especially Russia, Ukraine, and Kazakhstan (RUK) are among the key players 
on various international markets for agricultural commodities. This report presents a summary 
and the presentations of the expert workshop "Developments in agricultural commodity 
markets: a special focus on Ukraine, Russia and Kazakhstan". The workshop was organised 
by the Institute for Prospective Technological Studies (IPTS) of the European Commission's 
Joint Research Centre (JRC), and took place in Kiev on 26-27 October 2010. In the workshop 
specific sessions covered developments and perspectives of the most important agricultural 
commodity markets (cereals, oilseeds, biofuels, milk and meat). A special focus was given to 
the potential and constraints of agricultural production in the three countries. In order to 
outline the reasons behind observed and prospected market developments, specific topics like 
domestic agricultural policies and government regulations, infrastructure and organisation of 
the regional agricultural markets, farm structure, sustainability, and issues regarding the 
financing of the agricultural sector in Ukraine, Russia and Kazakhstan were also discussed. 
The workshop gathered around 35 participants, including representatives of the OECD, World 
Bank, DG AGRI, the delegation of the EU to Ukraine, the FAS/USDA, agricultural research 
institutions as well as representatives of private intuitions dealing with the agricultural sector 
of Ukraine, Russia and Kazakhstan.  
The proceedings follow the general structure of the workshop. A summary of the 
presentations on production potential and constraints in the region is given in section 1 and on 
agricultural policy and legislation in the three focus countries in section 2. The overview 
presentations on milk and meat markets are summarized in section 3, followed by cereal 
markets (section 4) and oilseeds and biofuels markets (section 5). A brief summary of the 
workshop discussions is given in the final section “Agricultural production and commodity 
market development in Ukraine, Russia and Kazakhstan: status quo, possibilities, challenges, 
and risks” (section 6). 
1. Production potential and constraints in the region 
This section gives a summary of the workshop presentations on several different issues 
regarding the production potential and constraints in Ukraine, Russia and Kazakhstan. In the 
workshop, most issues presented were exemplified on rather specific examples in one of the 
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three focus countries, which gave ground for the discussion on the issue in the regional 
context.1 
 
Farm structure and agricultural landscape in the region 
Dmitri Rylko (IKAR, Russia) gave a presentation on “Farm structure and agricultural 
landscape in the region”. Rylko highlighted problems of independent collective farms, which 
often seem to suffer from lacks of (i) ownership and control, (ii) efficient management, and 
(iii) legal and administrative protection. Furthermore, the vertical supply chain in the region 
suffers from several developments, like (i) the fragmentation and disappearance of traditional 
input and service institutions and supply channels to and from agriculture, (ii) the 
absence/weakness of a strict ‘rule of contract law’ (or probably a wring contract legislation), 
(iii) the lack of commodity market price volatility protection, and (iv) high open market 
transaction costs. As a regional solution to the problems of collective farms and the vertical 
supply chain, Rylko especially commented on the role of “New Agricultural Operators” 
(NAOs) or so-called “agroholdings”. These agroholdings can be seen as a combination of a 
new organization of the vertical supply chain and farming, and they are actually shaping the 
landscape in the three countries with respect to grain production output. However, the relative 
importance of agroholdings varies within the three counties. While in Kazakhstan a clear 
dominance of agroholdings can be observed, with 20 big companies producing about 80% of 
the country’s grain output, in Russia 200 companies control about 25% of the country’s grain 
output, and Ukraine experiences a quick emergence of agroholdings (cf. Figure 1). 
Figure 1: Importance of agroholdings in the three focus countries 
Kazakhstan
20 companies capture 
about 4/5 of the grain 
output
Russia
200 NAOs control 1/4 of 
grain output
Ukraine
Growing fast since the 
second half of the 2000’s 
 
 Source: slightly adapted from the presentation of Rylko (IKAR) 
Rylko sees agroholdings as a speedy way of re-industrialization of domestic agriculture, 
expanding much faster than average farms. Compared to smaller farms, advantages for 
agroholdings can be seen especially with regard to attracting investments, negotiating 
                                                 
1 The summary in this section 1 does not strictly follow the order of the presentations as given during the 
workshop and includes parts of presentations presented in other sessions during the workshop. 
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discounts for input purchases (mega-deals) and the possibility to impose higher prices for 
their outputs through ‘in-house’ marketing and more professional commodity sales. On the 
other hand, Rylko highlighted a lack of agricultural experience and also questioned the long-
term technical and managerial efficiency of agroholdings. Nonetheless, as long as farm land is 
undervalued and respective markets in RUK are not complete and efficient, agroholdings may 
most likely continue to expand and probably fully absorb independent collective farms.  
 
Role of agriculture for rural development 
John McCormack (SWAP-RURAL Project, Ukraine) pointed out that the background from 
which Ukraine, Russia and Kazakhstan emerge clearly has an effect on the process of 
agricultural and rural development in the three countries, and this background comprises its 
own set of unique challenges and opportunities. Key points for such transitional economies 
are: 
- Agrarian structures: process of change from collective to individual, from public to 
private (plots, farms, corporate enterprises). 
- Role of the state: from directing input and output to providing basic public goods and a 
regulatory framework to free market economy. 
- Agricultural policy objectives: from food security and social services to a framework that 
facilitates food safety, quality and competitiveness. 
- Heterogeneity: high level of heterogeneity across countries and within countries. 
Although the share of income derived from agriculture in the rural economy is usually high, 
McCormack highlighted that agricultural development is not the same as rural development; 
however there is overlap and linkage between agricultural development and its impact on 
rural development. Agricultural development focuses on primary production, food security, 
and improved productivity that assists poverty alleviation, land access and capitalization. 
Rural development aims to achieve sustained growth of the rural economy (which includes 
agriculture), diversification and the provision of non-farm sector opportunities. Therefore 
rural development focuses on rural livelihoods and poverty reduction, societal welfare, rural 
services provision and infrastructure. 
The rural sector is multidimensional and cross sectorial by nature, with agriculture being an 
important part of it, but also comprising social and human capital, natural resources, social 
and physical infrastructure, communities and community development, civil society and their 
engagement as well as an important role for public private partnership. Agriculture can be a 
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lead sector for development, but there are several other important functions of agriculture in 
rural areas, including (i) being a source of livelihoods (poverty reduction, social buffer, and 
with regard to cultural, heritage, way of life, and environment issues), (ii) food security, (iii) 
on-farm and rural diversification, rural SME and MSME2 development, and (iv) rural 
community development.  
Figure 2: Potential of agriculture for development: improved livelihood pathways 
 
 Source: Presentation McCormack (SWAP-RURAL Project, Ukraine) 
McCormack concluded that agriculture can contribute to rural development in Russia, 
Ukraine and Kazakhstan especially through key elements of policy and operational 
programming. Key policy issues for agriculture include (i) improvement of the rural 
investment climate by reducing the risk from policy changes and policy reversals, and by 
improving competitiveness and farm modernization, (ii) improvement of market access by 
aligning regulations regarding food safety, standards and certification, and by reducing 
barriers to regional trade, (iii) support of institutions (e.g. advisory services, credit, tenure 
security, markets), (iv) investment in core public goods (research and development, 
infrastructure), (v) reducing the environmental footprint from agriculture and (vi) fostering 
broader rural development through engagement of private and civil society sectors.  
Raising competitiveness and value added of agriculture is important for rural areas, but rural 
development goes beyond the agricultural sector, and stimulating rural non-farm income 
growth and exit opportunities from agriculture, rural SME and MSME development, finance 
                                                 
2 SME: Small and Medium Enterprises; MSME: Micro, Small and Medium Enterprises 
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and investment need to be key elements for rural development policies in Russia, Ukraine and 
Kazakhstan. 
 
Land markets in Ukraine 
Andriy Talama (J&L Consulting, Ukraine) first gave some background information on the 
land reform in Ukraine. As of January 1992 all land in Ukraine was in the state ownership. 
The initial stage of land reform suggested a de-nationalisation of land, i.e. a transfer of land 
from state ownership into possession of collective agricultural enterprises (former kolkhoz 
and sovkhoz). The second stage of land reform in Ukraine was launched at the end of 1999 by 
a Decree of the President, establishing a rule that land certificates should be converted into 
land titles with physical allocation and land demarcation. Following this requirement, some 
fundamental steps in land reform were made. As of October of 2010, almost 6.3 million rural 
residents have received their land titles confirming private ownership of land in former 
collective enterprises, which represents already 92% of the total amount to be received.  
Experts usually distinguish three main components of land markets, namely purchase-and-
sales market, mortgage market, and rent market. However, since 2001 there is a moratorium 
on alienation of land shares (pai) imposed in Ukraine. Under the moratorium, the sale, 
purchase and other forms of alienation of most types of agricultural land (as well as changes 
in ‘zoning’, i.e. designation of use, of agricultural land plots) are prohibited in Ukraine by 
law. The moratorium is applicable to both state and privately owned agricultural land. Thus, 
from the components of land markets, at the moment only the rent market can be made use of 
in Ukraine.3 
In October 2010 there were 17.36 million ha of rented farmland in Ukraine (under registered 
contracts for lease of land shares). The fee for rented land varies across the country, with the 
average rent fee in Ukraine being about 300 UAH per ha and year.4 Regarding duration of the 
lease contracts, the bulk (47%) of the rent agreements has a duration of 4-5 years, while 9% 
are rented for 1-3 years, 33% for 6-10 years and only about 11% for a period longer than 10 
years. Historical data on rent agreement duration shows that since 2005 there is a clear trend 
                                                 
3  For background information on the land moratorium in Ukraine see e.g. State Agency of Land Resources of 
Ukraine (www.dazru.gov.ua) and Center for Land Reform Policy in Ukraine (www.myland.org.ua). 
4  Since 2010, average rent per ha increased and amounted to 443 UAH/year in the first quarter of 2012 (State 
Agency of Land Resources of Ukraine, 2012). 
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with increasing shares of rent agreements for a period of 6-10 years on the expense of a 
decreasing share of 4-5 years rent period.5  
Figure 3: Average shared land plot in Ukraine per region (ha) 
 
 Source:  Presentation Talama (J&L Consulting, Ukraine); primary source: State Land Committee of Ukraine 
The land moratorium was actually imposed for a transitional period (until January 1, 2005), 
however it was extended several times and in 2007 the moratorium expiry term was made 
dependent on the readiness of the relevant regulatory-legal framework. Talama pointed out 
several arguments in favour and against of an abolishing of the land moratorium. As main 
pros for abolishing the land moratorium he highlighted: 
- Moratorium hinders the productive utilization of the land, its improvement and 
development. 
- Possibility to redistribute land assets in favor of more efficient forms of farming. 
- Possibility to mortgage land, which would give the possibility to attract long-term funds. 
- Profitable financial terms cannot be secured without the right to own land. Private local 
investors are frightened to invest into something they cannot possess, while foreign 
investors consider agriculture an area too risky to put their money in. 
- Possibility for land owners to exercise their rights to dispose freely their property. 
                                                 
5  In the first quarter of 2012 duration of the lease contract was divided as follows: 1-3 years: 5.5%, 4- 5 years: 
42.2%, 6-10 years: 39.1%, more than 10 years: 13.2% of the total number of contracts (State Agency of Land 
Resources of Ukraine, 2012). 
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As main cons for abolishing the land moratorium Talma highlighted: 
- Farmers do not seem to be ready to dispose their land, do not know the value of the land 
and thus might sell their land well below the actual market value. 
- The legal framework that could prevent such distortions is still missing. 
Thus, before the land moratorium is lifted it is necessary that institutional arrangements are 
put into place in Ukraine that enable an efficient recording, circulation, control, and 
enforcement of land property rights, i.e. the legal framework for regulating the land market 
and the creation of an official land cadastre. The majority of experts suggests that the new law 
"On the State Land Cadastre" has to settle the following disputable issues: 
- Procedural aspects of land registry (cadastral zoning, surveying, cadastral land 
identification). 
- Procedure for correcting errors in cadastral documentation. 
- Legal status of electronic documents. 
- Terms of publicity and access to inventory data with keeping private information as 
confidential. 
- Rules for registration of land use restrictions. 
- Rules for sectoral cadasters (water, forest, urban, etc.). 
Regarding limitations of ownership of farm land, drafts of the law “On Land Market” suggest 
that foreign legal entities and citizens might not be allowed to own farm land in Ukraine, i.e. 
rules might be established that only citizens of Ukraine may be able to own farm land.6 
 
 
Land market in Kazakhstan  
Commenting on land market issues in Kazakhstan, Rakhim Oshakbayev (ACEPAS, 
Kazakhstan) highlighted that private ownership of land designated for commercial 
agricultural production can be granted to private legal entities and residents of the Republic of 
Kazakhstan. Land designated for commercial agricultural production is not available to 
foreign citizens, non-residents and foreign legal (non-government) entities. According to the 
Land Code in Kazakhstan, agricultural land users are: 
- citizens of the Republic of Kazakhstan;  
                                                 
6  Latest information on the state of play regarding the land market in Ukraine can be obtained e.g. from the 
websites of the State Agency of Land Resources of Ukraine (www.dazru.gov.ua) and the Center for Land 
Reform Policy in Ukraine (www.myland.org.ua). 
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- legal entities established in accordance with the laws of the Republic of Kazakhstan, 
including enterprises with foreign participation. 
Non-state legal entities may be subject of private property rights and land rights of non-
agricultural land. Legal entities with foreign participation can have agricultural land in private 
ownership or get land-use rights.  
 
 
Implications of a possible bilateral trade agreement between Ukraine and the EU 
Olexandr Nekhay (JRC-IPTS, Spain) presented preliminary results of a modelling exercise on 
the potential effects on agricultural markets and farmers revenues of a bilateral free trade 
agreement (FTA) between Ukraine and the European Union.7 
Ukraine and the EU are currently negotiating a deep and comprehensive free trade agreement. 
Such a FTA would bring a further liberalization of trade policies between the two trading 
partners, with corresponding opportunities as well as challenges for agricultural markets. For 
the modelling exercise the dynamic, partial equilibrium model AGLINK-COSIMO has been 
adapted and applied. The analysis focuses on the bilateral trade positions and not on the effect 
on other countries, i.e. no reactions of other regions (trade diversion) are considered. The 
simulation of a potential FTA between the EU and Ukraine was done through the elimination 
of import tariffs for main agricultural commodities. Results of the simulation indicate a 
positive change in producer revenue in both Ukraine and the EU, implying that such a FTA 
would entail benefits for the agricultural sectors of both trading partners. However, simulation 
results show that the potential gains from a FTA would not be distributed homogeneously and 
would vary significantly among commodities. Not covered by the analysis were possible 
effects of the necessity that Ukraine’s agricultural producers would have to comply with the 
quality and sanitary standards of the EU in case of a FTA between Ukraine and the EU. 
Nekhay emphasized that the modelling exercise was not related to the current negotiation 
process on a FTA between Ukraine and the EU. 
                                                 
7 An updated and revised version of this modelling analysis is published in the following journal article: 
Nekhay, O., T. Fellmann and S.H. Gay (2012): A Free Trade Agreement between Ukraine and the European 
Union: Effects on Agricultural Markets and Farmers Revenues. Post-Communist Economies 3 (42): 351-363. 
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Financing of the agricultural sector in Ukraine 
In order to highlight possibilities and complications of financing the agricultural sector in the 
region, Andriy Tovstopyat (Investment Capital Ukraine LLC, Ukraine) gave a presentation on 
the financing of the agricultural sector in Ukraine. Tovstopyat presented information on 
several different sources for financing agriculture in Ukraine, in particular own capital, bank 
loans (which can be national or foreign currency denominated), particular financing of the 
large agro corporations (with sizeable loans by IFC or EBRD, syndicated loans, Eurobonds, 
stale placement), leasing (commercial and state) and specific state programs.  
In a survey held by APK-inform among agricultural producers, 27% of them planned to make 
capital expenditures in 2010, using the following sources of capital: 72% stated to rely only 
on their own resources, 3% were ready to use free of state subsidy bank loans, 10% wanted to 
use bank loans with partial interest compensation, 1% preferred to use equipment-producers 
financing programs, and 14% leasing, rent and other sources. Thus, almost 3/4 of the 
Ukrainian primary agricultural producers’ prefer to avoid taking debts and are willing to 
finance their projects from own profit. 
If it is not possible to rely on own resources, bank loans remain the most common sources to 
attract capital for agricultural entities. However, interest rates in 2009 and 2010 were still high 
(about 20-25%), and lower rates denominated in UAH are rather exceptional. Interest rates for 
agriculture are generally broader compared to the industry (including food production) (cf. 
Figure 4).  
Figure 4: Interest rates of bank loans in Ukraine (denominated in Hryvnia) 
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 Source:  Presentation Tovstopyat (Investment Capital Ukraine LLC, Ukraine); primary source: National Bank 
Ukraine 
Regarding loan period, short-term credits have a share of 40%, mid-term credits 50%, and 
long-term credits 10%. Foreign currency loans have lower interest rates (10-15%), but have 
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only limited accessibility. Newly issued loans in 2009 and 2010 amounted for about 2 billion 
UAH in Hryvnia and about 0.5 billion UAH in other currencies, with UAH denominated 
loans showing an increasing, whereas USD/EUR denominated loans showing a decreasing 
trend.  
The situation seems to be different for large agro corporations. Large agro corporations in 
Ukraine have for example the possibility to receive sizable loans by the International Finance 
Corporation of the World Bank (IFC) and the European Bank for Reconstruction and 
Development (EBRD), both having capacious programs for Ukraine and both have already 
financed a number of Ukrainian projects. Criteria of financing by the IFC or the EBRD are 
that a large-scale business is already developed, loan volume needs to be between 5 million 
and 50 million USD or EUR, mid-term maturity, interest rates according to LIBOR+, and the 
loan should cover no more than 30-50% of the total project expenses.  
Apart from IFC and the EBRD, the biggest Ukrainian agroholdings also attract finance from 
various groups of European banks, sharing funds and risks of particular projects. Key 
characteristics of such loans are a loan volume between 50 million and 300 million USD or 
EUR, long-term with attractive interest rates (LIBOR+). Some of the biggest agroholdings 
also attract funds by issuing Eurobonds, with the total number of such borrowers being about 
ten. These Eurobonds comprise a bond volume of 100 million to 300 million USD, with a 
maturity of usually five years, and the requirement to follow accounting practices according 
to International Financial Reporting Standard (IFRS) and an audit. Stake placement offers 
another option for financing large agro corporations. Andriy Tovstopyat pointed out that there 
were five full size initial public offerings made at the main court of London and Warsaw 
stock exchanges as well as a number of less sizable private placements for the last five years. 
Key characteristics of such stake placement are that these are non-repayable funds, having a 
free float of at least 20%, and the requirement to follow accounting practices according to 
IFRS and an audit for the last three years.  
State leasing programs can also be a source of financing. Apart from the national state leasing 
operator Ukragroleasing there are also some private leasing companies. However, during and 
after the financial crisis leasing schemes have lost their positions. For the third quarter of 
2010, the state operator concluded contracts for about 190 million UAH. State programs have 
the advantage of a partial compensation of the interest rate, and compensation of 50% of the 
capital expenditure for newly built animal farms. 
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Transport infrastructure 
One of the crucial issues for the developments in the agricultural sectors in Ukraine, Russia 
and Kazakhstan is the transport infrastructure. In her presentation, Olga Ramazanova (APK-
Inform Agency, Ukraine) gave specific information on the “Transport infrastructure of the 
grain market of the Azov and Black Seas region” (see Figure 5).  
Figure 5: The Azov and Black Seas region 
 
 Source:  Presentation Olga Ramazanova (APK-Inform Agency, Ukraine); primary source: APK-Inform Agency: 
‘Transport infrastructure of the grain market of the Azov-Black Seas region in-2009-2010’. 
Ramazanova highlighted that the port capacities of Ukraine and Russia are the key links in the 
logistic chain of export grain supplies to the countries of the Middle East and North Africa. 
Sea ports' handling facilities in Ukraine and Russia were insufficient, especially for the 
increased grain production since the end of the 1990s. However, since the early 2000s 
infrastructure was improved by private owners that brought investments, modern equipment 
and new management. The transshipment capacities of grain terminals and ports in the Azov 
and Black Sea regions of Ukraine are given in Figure 6 and those of Russia in Figure 7. 
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Figure 6: Transhipment capacities of grain terminals and ports of the Azov and Black 
Sea basin of Ukraine 
Region Port/ complex
Volumes of 
simultaneous 
storage, thsd 
tonnes
Annual capacity 
of transshipment, 
mln tonnes
Odessa port elevator (public) 133.3
Odessa commercial sea port: Ukrelevatorprom (Alfred C.Toepfer International Group (ACTI 
Group, Gamburg)) 168.0
Odessa/Ukrelevatorprom, Inzernoexport (Odessa), port elevator (Kiev) 18.0
Odessa/Olympex Cupe 130.0 1.5
Sea Commercial Port of Illichivsk: Transbulkterminal (Kernel Group) 200.0 4.2
Illichivsk terminal (Glencore) 116.0 2.0
Illichivsk sea fishing port (public) 18.0 0.4
Belgorod Dnestrovsky sea trading port (public) 36.5 0.5
Yuzhny sea trading port: Transinvestservis 380.0 3.5
Borivage 126.0 2.0
Total 1,325.8 17.6
Nikolaev Sea Trade Port (public) 50.0 2.0
Nikolaev port elevator (public) 69.0 1.0
Nikolaev river trading port – CJSC Grain trading company "Allseeds Ukraine 88.0 1.0
Nikolaev Sea Trade Port: Nibulon 130.0 1.7
Nikolaev Sea Trade Port: CJSC Nika-Terra (Group of companies Nika-Terra) 140.0 2.0
Total 477.0 7.7
Kerch sea trading port (public) 5.4 0.3
Feodosia sea trading port (public) 8.0 0.3
Sevastopol sea trade port – CJSC Stevedoring company Avlita (Ukrainian industrial-
transport company) 100.0 2.0
Kerch sea fishing port: ABS-Terminal (Pole-Port Ltd) 35.0 0.6
Total 148.4 3.2
3.5
Seaports 
and river 
ports of 
Nikolaev 
oblast
Odessa 
seaports
Crimean 
ports
 
Kherson sea commercial port (public, management of grain terminals by Dnipro Cargo Ltd) 20.0 0.5
Kherson port elevator (W.J. Grain) 100.0 1.5
Skadovsk sea trading port (public) 5.7 0.1
Dneprovsky store complex (Nortech-Azot and Azot-Trans Ltd) 8.5 0.2
Grain terminal “UkrKazExportAstyk” (Kholding Kazexportastyk, Kazakhstan) 20.0 0.4
Total 154.2 2.7
Berdyansk sea trading port (public) 10.7 0.6
Mariupol Sea Commercial Port (public) 37.8 0.6
Ukrtransagro (Ukrainian industrial-transport company) 50.0 2.0
Berdyansk sea trading port: South-Eastern grain terminal Ltd  (international industrial-
transport consortium “Novaya Khortitsa”) 18.0 1.0
Total 116.5 4.2
Izmail (public) 14.4 0.2
Reni/Reni-Line (Rudis Group) 20.0 0.5
Ust-Dunaysk (public) 2.0 0.4
Total 36.4 1.1
Total 2,258.2 36.4
Danube 
river ports
Dnieper 
ports
Azov Sea 
ports
 
 Source:  Presentation Olga Ramazanova (APK-Inform Agency, Ukraine); primary source: APK-Inform Agency: 
‘Transport infrastructure of the grain market of the Azov-Black Seas region in-2009-2010’. 
In general, transport capacities in both Ukraine and Russia are growing and Ramazanova 
emphasized that many new sea port terminals will be opened in both countries due to further 
investments of private companies. In the context of port facilities development and relative 
demand for transportation, participants of the workshop highlighted the need for ports in the 
Black Sea region to increase cargo throughput of container terminals, increase complexes for 
handling vessels, and create high-efficiency terminals for bulk cargoes. The provision of 
environmental protection and healthcare for people was also mentioned. Moreover, it was 
emphasized that creating export infrastructure (i.e. developing optimal routes to target 
markets, raising the capacity of grain terminals, etc.) is seen as one of the primary targets for 
investments in RUK. All three countries need to improve their logistics and infrastructure, as 
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increasing grain production is impossible without increasing the infrastructure for their 
delivery to world markets. Specifically discussing the case of Kazakhstan, participants of the 
workshop pointed out that in principle there is especially demand for Kazakhstan’s wheat in 
Central Asia, Afghanistan and Iran. However, one of the great obstacles for Kazakhstan when 
exporting its grain is the lack of necessary infrastructure in the direction of the demand, as 
well as the shortage of railway wagons. Furthermore, the capacity of the Caspian Sea port of 
Aktau, where the products to be exported come into railway wagons, is rather limited. A 
further route for exporting Kazakhstan’s grain is via the Black Sea and the Baltic Sea through 
Russia, but transit through Russia is rather costly. 
Figure 7: Transhipment capacities of grain terminals and ports of the Azov and Black 
Sea basin of Russia 
Region Port/ complex
Volumes of 
simultaneous 
storage, thsd 
tonnes
Annual capacity 
of 
transshipment, 
mln tonnes
JSC Novorossiysk port and grain products plant 150 4
JSC Port Tuapse 102 3
JSC Novorossiysk grain terminal 120 6
JSC Portholding - 1.5
Total 372 14.5
Azov Port Elevator Ltd 48 1.5
JSC Port Azov 14 0.4
JSC Taganrog shipyard 43 0.6
JSC Priazovye (Taganrog) 3 0.5
JSC Port Temryuk 4.5 0.2
JSC Port Caucasia 12 0.3
JSC Port Yeysk 30 0.8
JSC Yeysk port elevator 126 0.78
Yeisk-Priazovie-port Ltd 2 0.2
Directoria-New-seaport Ltd 0.4
CJSC Azov shiprepairing company 1
Total 283 7
Black Sea ports
Azov Sea ports
 
Portgrain Ltd 40 1.5
JSC Kalachevskiy port - 0.2
Ilovatskiy grain-collecting station 50 0.2
Nikolaevskiy grain-collecting station 120 0.3
Kamyshinskiy elevator 100 0.2
Dubovskiy elevator 80 0.2
Volgodonskiy elevator 80 0.2
Kalach-on-Don grain-collecting station 60 0.2
Other terminals 100 1
Bagaevskiy grain products plant / Bagaevskaya 15 0.2
Bagaevskiy Grain Terminal "Rosagrein" 30 0.5
Semikarakorskiy grain products plant /  
Semikarakorsk 100 0.5
Grain Terminal Yug Rusi Agro 200 1.5 - 3.0
Teminal AIC Aston 100 1
Grain Terminal Cargill 30 0.5
Grain Terminal Rostov grain terminal Bunge 30 0.5
Grain Terminal Rostov grain products plant, IGC 150 1
Total 1285 8.2
TOTAL 1940 29
River ports of the Volga and Don
 
 Source:  Presentation Olga Ramazanova (APK-Inform Agency, Ukraine); primary source: APK-Inform Agency: 
‘Transport infrastructure of the grain market of the Azov-Black Seas region in-2009-2010’. 
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Distribution channels and organization of the regional agricultural markets 
Drawing on the difference between an efficient market organization and an inefficient one, 
Ludwig Striewe (Toepfer International, Ukraine) exemplified that the better the logistics and 
the lower transaction costs and risks are in a country, the higher is the farm gate price. For 
example a panmax vessel with the grain capacity of 50,000 to 60,000 tonnes costs on average 
about 30,000 USD per day. In 2002, the lay-time of ships in Ukrainian ports was about six 
days, which meant costs of about 3.6 USD per tonne. In 2010, lay-time of ships was 
decreased to about two days, which translates into costs of 1.3 USD per tonne. At a crop 
shipment of about 40 million tonnes per year, this decrease in lay-time for ships translates into 
a yearly benefit to farmers of approximately 100,000 million USD.  
With respect to quality requirements, additional requirements in Ukraine seem to become 
very complicated. International quality requirements are usually determined by private 
contracts and the specific requirements of the import countries; and the sampling and analysis 
is done according to the rules of the Grain and Feed Trade Association (GAFTA). However, 
additional analyses are required in Ukraine, Russia and Kazakhstan in order to comply with 
the GOST standards.8 While the required GOST standards are proven in the CIS countries, 
they are not in line with international standards. The additional tests that were recently 
required could take two days, or (more than) 1.5 USD per tonne of grain. 
Striewe pointed out a lack of institutions and organizations as a further issue hindering the 
export of agricultural commodities. Contract enforcement is rather difficult and time-
consuming in both Ukraine and Russia, as contracts seem to be commonly regarded as 
promises but not as obligations. Thus, contract default risk is very high, and for example 
increasing commodity prices can lead to defaults of 20-40%, comprising high losses for the 
trade companies involved (losses can amount to 80-120 USD per tonne or 5 million USD for 
a Panmax vessel). Main implications for agriculture of the lack of contract enforcement in the 
region are that (i) the number of forward contracts is low (only with very reliable partners), 
which has also an adverse effect on the financing abilities of agriculture as forward contracts 
are widely used for securing loans, (ii) long term price fixation is impossible, which is 
negative for millers and livestock producers, and (iii) risk is calculated as costs, which leads 
to lower farm gate prices.  
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In addition, Striewe highlighted that trade companies also suffer from direct government 
interference in the RUK countries, like recurring export restrictions. In Russia export of wheat 
and coarse grains was banned until summer 2011, and Kazakhstan followed with a similar 
policy. Ukraine established new custom requirements that slowed down or blocked wheat 
shipments (with 20 to 30 vessels being blocked in the ports). After that, Ukraine officially 
introduced quotas on grain exports in October 2010. Such ad hoc export restrictions lead to 
severe losses for both trading companies and grain producers (cf. Figure 8). 
Figure 8: Farmers burden on grain market regulation 
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 Source:  Presentation Striewe (Toepfer International, Ukraine); primary source: UkrAgroConsult. 
Summing up his presentation, Striewe acknowledged that there are impressive investments in 
grain infrastructure, with the competition among the trading companies becoming stronger 
every year, which is certainly a positive development for the agricultural sector. However, 
market institutions and organisation are still weak in the region, and a good investment 
climate and more reliable government actions could for example certainly boost grain 
production in the focus countries, which would also have beneficial consequences for the 
world market with respect to food security.  
                                                                                                                                                        
8 GOST standards are a set of technical standards maintained by the Euro-Asian Council for Standardization, 
Metrology and Certification (EASC), a regional standards organization that is operating under the support of 
the Commonwealth of Independent States (CIS). 
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2. Agricultural policy in Ukraine, Russia and Kazakhstan 
This section gives a brief summary of the overview presentations on agricultural policy issues 
in Ukraine, Russia and Kazakhstan. 
 
Overview of domestic agricultural policies in Ukraine, Russia and Kazakhstan and 
comparison with OECD countries 
A general overview on domestic agricultural policy and government regulations in Ukraine, 
Russia, Kazakhstan and its comparison with OECD countries was given by Olga Melyukhina 
(OECD, France). Melyukhina highlighted several policy concerns that actually drive domestic 
agricultural policy and the different weight that is given to specific issues in the focus 
countries compared to OECD countries. One of the primary policy concerns officially stated 
in Ukraine, Russia and Kazakhstan is domestic food security, whereas for OECD countries 
food security is more a concern in the international context. While low agricultural income is 
an important concern in the focus countries and also in OECD countries, the latter seem to 
address the issue more specifically in focusing on specific segments and areas. Also the 
condition of rural areas has higher relevance in the focus countries as the rural-urban gap is 
much smaller in OECD countries. On the contrary, issues of environmental sustainability, 
food safety, consumer satisfaction, resources and climate change are mayor policy concerns in 
OECD countries but not explicitly in the focus countries (cf. Figure 9). 
Figure 9: Mayor policy concerns in the focus countries compared to OECD countries 
Food security A concern, but more in an 
international dimension
Low agric. income A concern, but more for 
specific  segments/ areas 
Condition of rural areas A concern, but rural-urban 
gap is much smaller
Not an explicit concern Environmental sustainability 
–very high concern
Not an explicit concern Food safety, consumer 
satisfaction
Not an explicit concern Climate change, resource 
scarcity
Focus countries OECD countries
 
 Source:  Presentation Melyukhina (OECD, France). 
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The collapse of the Soviet Union lead to a sharp drop in support to agricultural production in 
Ukraine, Russia and Kazakhstan. Support started to rise again in the late 1990s, and in 2005-
2007 Producer Support Estimate (PSE) as percentage of producer gross receipt reached an 
average of about 10% in Ukraine and 12% in Russia. For comparison, according to the OECD 
the average PSE of the EU is around 30% (Figure 10).  
Figure 10: Level of support 
 
 Source:  Presentation Melyukhina (OECD, France); primary sources: OECD, World Bank for Kazakhstan 
The distribution of producer support per sector or commodity is similar in Russia and 
Ukraine, with poultry, sugar, pig meat, beef and veal, and eggs being the agricultural 
commodities most supported in both countries. Additionally, in Russia milk production is also 
supported, and while in Ukraine dairy farmers receive payments based on output, market 
price support for milk is actually negative in Ukraine. In Kazakhstan, beef production 
receives most support, whereas producer support for milk and wheat is actually negative 
(Figure 11). 
In OECD countries the reduction of aggregate policy interventions has been a result of 
reforms, whereas the dramatic reduction of policy transfers in the focus countries was a 
consequence of the collapse of the Soviet Union; however, support levels in the focus 
countries tend to rise. While in OECD countries important changes in the ways support is 
provided can be observed (decoupling of payments from production and input constraints tied 
to support), the majority of support in the focus countries is provided in the form of output 
and input subsidies. 
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Figure 11: Commodity profile of support 
 
 Source:  Presentation Melyukhina (OECD, France) 
 
Overview on domestic agricultural policy and government regulations: Kazakhstan 
Rakhim Oshakbayev (ACEPAS, Kazakhstan) presented an overview on agricultural policy 
and government regulations in Kazakhstan. He pointed out that main objectives of the 
government program “Sustainable development of agricultural sector in Kazakhstan for 2009-
2011” are (i) sustainable development of sectors of agriculture, (ii) ensuring food security, 
(iii) development of national competitive advantages domestic products, and (iv) adaptation 
of agricultural production to WTO accession. The new government program “Development of 
agro-industrial complex for 2010-2014” added new approaches, namely (i) a transfer to new 
types and mechanisms of subsidies that should become an incentive for advanced 
technologies introduction, (ii) regional specialization based on priority agricultural sectors, 
and (iii) the implementation of master plans designed for eight priority sectors. In addition, 
the president of Kazakhstan set several formal objectives in his annual address to the nation in 
2010. With regard to labor productivity growth the objective was set to increase productivity 
per person employed in agriculture 2-fold by 2014, and at least 4-fold by 2020. In order to 
ensure food security in the country, the objective is that domestic food products constitute 
over 80% of the internal food market by 2014. Furthermore, the formal objective to increase 
export capacity of the agricultural sector was set to an increase from 4% to 8% by 2015.  
In Kazakhstan the share of state support in agricultural GDP in 2008 was 9.69%, and the 
share of state support in gross agricultural output was 5.79%. The economic functions of the 
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Ministry of Agriculture of Kazakhstan belong to the national holding "KazAgro". These 
economic functions include loan provision to agricultural producers, implementation of state 
leasing programs, government procurement of grain, insurance in crop production, and 
financing of agricultural cooperatives. The legislation framework for agriculture in 
Kazakhstan is presented in Figure 12. 
Figure 12: Kazakhstan legislation framework for agriculture 
 
 Source:  Presentation Rakhim Oshakbayev (ACEPAS, Kazakhstan) 
Rakhim Oshakbayev highlighted several specific ways in which the government supports the 
agricultural sector in Kazakhstan. For example tax incentives for the agricultural sector in 
Kazakhstan are expressed in the form of a reduction of the tax burden through alternative 
methods of taxation or the provision of tax rebates to pay. There are two special tax 
treatments for agricultural producers: 
- Special tax regime for small farmers on the basis of a single land tax, which depends on 
the amount of land and does not exceed 0.5% of the appraised value of agricultural land. 
- Special tax regime for legal entities/producers of agricultural products: 70% discount is 
provided for corporate income tax, value added tax, property tax, and tax on vehicles. 
Further instruments of government support in Kazakhstan are 
- subsidization (of sectors of high priority); 
- provision of different types of loans/leasing through KazAgro; 
- market intervention through KazAgro (Food Contract Corporation); 
- public services mostly in the crop and livestock sectors; 
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- insurance for crop production; 
- financing of research and development and veterinary control; 
- development of rural areas and market interventions; 
- import duties. 
The agricultural sector in Kazakhstan generally suffers from a lack of competiveness, and 
Oshakbayev emphasized that key challenges for improving competitiveness comprise: 
- Facilitating structural change in terms of land ownership and management. 
- Facilitating technical change through provision of essential public services (including 
advisory services, research and extension, provision of market information, sanitary and 
phytosanitary inspection and veterinary services). 
- Irrigation and drainage rehabilitation and establishment of financially sustainable 
management arrangements.  
- Credit and insurance provision. 
- Facilitating investment in wholesale and retail marketing and distribution facilities and 
agro-processing. 
- Preparing for climate change. 
However, in the light of these key challenges, the subsidies paid to the agricultural sector in 
Kazakhstan are commented to be rather counterproductive, mainly because they delay 
structural transformation, distort production decisions, do not bring technical transformation, 
do not necessarily increase output (e.g. sugar beet), encourage production on economically 
unprofitable land, support the least competitive production when linked to import 
dependence, and not all benefits reach farmers (and leak outside the agricultural sector 
instead). 
 
Overview on domestic agricultural policy and government regulations: Ukraine 
Serhiy Demyanenko (Institute for Agribusiness and Rural Development, Ukraine) highlighted 
the following issues as mayor current problems in Ukrainian agricultural policy:  
- Absence of a clear strategy in agricultural policy.  
- Absence of a functioning agricultural land market (moratorium on selling and buying of 
agricultural land: policy verses economy; absence of necessary land legislation; 
imperfection of agricultural land lease market).  
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- Problems in agricultural science and education (the qualification of agricultural workers is 
very low, agricultural education and advanced agricultural research are separated and 
consequently the advanced findings are not reaching the education process; relationship 
between agricultural science and education on one side and agribusiness on the other side, 
with agribusiness requiring one type of specialists, but universities are preparing students 
with other knowledge – which consequently leads to a sensible lack of highly skilled 
specialists; there are more agricultural universities than requirements of Ukrainian 
agriculture, and due to the quantity, universities sometimes seem to lack quality). 
- Administrative pressure on market agents (corruption, state taxation and support, licensing 
and certification, agricultural product quality control, regulation of food safety in the 
context of WTO agreements, quotas on grain for export); 
- Mix of measures for agricultural development and rural development (agricultural policy 
verses rural development and social policy, agriholdings versus small private farms, no 
direct taxation of farms, market infrastructure). 
As directions for an adequate agricultural strategy in Ukraine, Demyanenko emphasized the 
necessity to ensure the production of high quality agricultural products, the development of 
market infrastructure and competitive agricultural commodities markets, as well as the 
development of the agricultural land market. Furthermore, extension services have to be 
developed and state management needs to be improved. Agricultural science and education in 
Ukraine needs also improvement and the agricultural sector needs to contribute to preserving 
nature and landscape. 
 
Overview on domestic agricultural policy and government regulations: Russia 
Vera Matusevich (World Bank Moscow, Russia) pointed out that in 2009, Russian agriculture 
accounted for about 10% of total employment and about 4% of national GDP. Such a 
disproportion between the shares of agriculture in total GDP and total employment suggests 
that the labour productivity of Russia's agriculture is below the average productivity level 
across all sectors. The share of investment to Russian agriculture is also low compared to 
other sectors of the economy. Matusevich sees corruption as one of the mayor problems 
worrying potential investors. Furthermore, foreign investments in agriculture seem to be not 
sufficiently protected.  
The focus of government support for Russian agriculture is on improving agricultural 
efficiency, including assistance into capital and technological improvements. Between 2006 
Agricultural sector and market developments in Ukraine, Russia and Kazakhstan 
- 22 - 
and 2010 federal programmes have been implemented that emphasize sustainable farming, 
rural development quality of agricultural labour, and living conditions in rural areas. For the 
period 2008-2010 the Programme for Development of Agriculture and Regulation of Markets 
of Agricultural Production, Inputs and Food was launched. Within this programme a 
significant increase in public spending is planned for the agricultural sector, and the 
government expects that the programme helps to considerably increase agricultural 
production in Russia and helps to increase the country’s self-sufficiency rate for food. The 
federal programme has three subprograms: (i) sustainable development of rural territories, (ii) 
establishing conditions for a better functioning of agriculture, and (iii) development of 
priority sectors in agriculture. Several subsectors of livestock (pedigree breeding, reindeers, 
horses, sheep and goat) and of the crop sector (elite seeds, flax, rapeseed, and wine) are 
considered as priority sectors. Furthermore, for the period 2010-2012, a specifically targeted 
funding programme for the development of poultry production in Russia has been launched. 
Main agricultural policy support measures in Russia are subsidies for variable inputs and 
investments, including interest rate subsidies. However, the distribution of subsidies seems to 
be unevenly distributed with about 500 agricultural organizations receiving approximately 
50% of all subsidies. Matusevich also highlighted the increasing gap between rich and poor 
agricultural producers (regional disequilibrium) as an important problem that should be 
targeted by agricultural policy in Russia. 
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3. Milk and meat markets 
In this section the workshop presentations of the milk and meat markets session are 
summarized, starting with a brief overview on the situation in world and EU markets, 
followed by specific information on milk and dairy markets and then the meat markets in the 
three focus countries. 
 
World and EU milk and meat markets 
Thomas Fellmann (JRC-IPTS, Spain) set the scene for the milk and meat market session, 
presenting an overview of the projected developments on the respective world and EU 
markets. World market developments show still a strong demand for meat, with annual 
growth rates in world meat consumption projected for the period 2009-2020 being bigger than 
those observed in the period 2000-2009. Production of meat and milk is also growing, 
however not as fast as consumption. World meat prices in nominal terms are projected to 
remain above historical levels and the projections show an overall increase of per capita meat 
consumption, with a preference for poultry meat. The projections for the EU-27 aggregate 
meat market balances show that with consumption of meat increasing (especially pig meat 
and poultry) faster than production, the EU is gradually losing its net exporter position. World 
dairy prices are projected to increase in nominal terms and the declining trend in world dairy 
prices in real terms is expected to abate. EU cheese demand supports production growth 
whereas the EU butter market remains stable in the projections until 2020. The EU SMP 
market is expected to recover gradually until 2020, whereas EU milk production growth will 
remain below the increase of the EU milk quota. 
 
Milk and dairy markets in Ukraine 
Olga Kozak (Institute of Agrarian Economics, Ukraine) gave an overview on the milk and 
dairy markets in Ukraine. Historical data on the milk and dairy sector in Ukraine shows sharp 
declines in milk production and number of cows, whereas milk yield (kg/cow/year) was 
growing significantly (cf. Figure 13). In 2010, milk production of Ukraine was about 11.6 
million tonnes, with Ukraine’s biggest producers of milk being located in the regions of 
Vynnytsa, Poltava and Lviv. The main producers of milk in Ukraine are small households, 
and with an average of only 1.3 cows per dairy farm the average of the Ukrainian dairy farm 
size is among the smallest of the world. However a peculiarity of Ukrainian milk production 
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is its dual farm structure with regard to farm size, with very small dairy farms on the one hand 
(with an average of one cow per household) and very large farms on the other hand (with an 
average of 124 cows per agricultural enterprise). 
Figure 13: Milk production trends in Ukraine (1999-2009) 
 
 Source:  Presentation Kozak (Institute of Agrarian Economics, Ukraine); primary source: national statistics 
The farm gate milk price in Ukraine is usually lower than the world price. The agricultural 
enterprises produce 2.236 million tonnes, and households produce 9.374 million tonnes. The 
major part (86%) of milk produced by agricultural enterprises is delivered to milk processors, 
whereas households consume most of the milk produced on-farm and only deliver 31% of 
their production to milk processors. The production of milk processors is distributed among 
cheese (50%), fresh products (35%), butter (13%), and dry milk (2%) (cf. Figure 14). 
Figure 14: The dairy chain in Ukraine 
 
 Source:  Presentation Kozak (Institute of Agrarian Economics, Ukraine) 
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Ukraine exports about 8% of its milk production, with exports to CIS (74.6%, mostly to 
Russia), Asia (18.3%), Africa (3.9%), Europe (2.5%) and America (0.7%). The 30 biggest 
dairy companies cover about 78% of return in the Ukrainian dairy industry, with the main 
players being Unimilk, Milkiland, Milk Alliance, Terra-Food, West Milk Group, Wimm Bill 
Dann, Rainford, Cheese Club, Lustdorf, and Lactalis. Main trends that can be observed in the 
Ukrainian dairy industry are a concentration of property, an increasing influence of the top 
players, a technical modernization of production, the introduction of new technologies, the 
introduction of new and innovative products, high quality management and marketing system. 
Regarding future trends, Kozak does not expect big changes for the situation in the Ukrainian 
milk and dairy market development in the near future. Milk production is estimated to 
decrease to around 10 million tonnes by 2020, mainly due to production decreases in 
households. In general, developments in the dairy sector will strongly depend on agricultural 
policy, with policy risks affecting both producers and consumers.  
 
Milk and dairy markets in Russia 
The overview on milk and dairy markets in Russia was given by Evgeniy Smirnov (Russian 
Dairy Union, Russia). Russia is amongst the largest producers of milk in the world; however 
the country lags behind many developed countries with respect to per capita production and 
average consumption of dairy products. Russian milk production showed a steady decrease in 
the 1990s, with this trend coming to halt by 1999; since then, milk production stabilized at 
about 32 million tonnes per year. The number of cows in the Russian Federation declined by 
more than 50%, from about 20 million heads in 1990 to about 9 million heads in 2009. While 
the dairy cow population keeps its decreasing trend, dairy herd’s productivity is steadily 
rising. Milk yield per cow and year rose from 2502 kg in the year 2000 to about 3700 kg in 
2009 (cf. Figure 15). 
Figure 15: Dynamics of milk production in Russia 
 2000  2007  2008  2009  2010*  2015*  
Milk production 
(million tonnes) 32,3  32,0  32,4  32,6  32,5  36,1  
Number of cows  
(million heads)  12,7  9,3  9,1  9,0 8,9 8,3 
Milk yield per cow 
(kg/cow/year)  2502  3501  3595  3700 3700 4400 
 Source:  Presentation Smirnov (Russian Dairy Union); * figures for 2010-2015 are forecasts 
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Consumption of milk and dairy products declined sharply during the 1990s, but since 2000 a 
rather steady increase in per capita consumption can be observed. In 2010, per capita 
consumption of dairy products reached about 250 kg, which is still far below the consumption 
in 1990 (386 kg/capita) and also lower than in other European countries.  
Figure 16: Consumption of milk and dairy products in Russia 
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 Source:  Presentation Smirnov (Russian Dairy Union); primary source: National Statistic Service 
Note: * estimate, ** forecasted; rational norm = recommended level of consumption9 
Average milk production in Russia is small-scale, with more than half of the milk produced 
on household farms with only one or two cows. Russian self-sufficiency in milk and dairy 
products remained at about 83% between 2007 and 2009, as Russian growth in demand for 
dairy products has exceeded production growth, leading to an increase in the share of imports 
in total consumption.  
Among the main problems in the Russian milk and dairy sector is a deficit of quality raw 
milk, seasonality of milk production, land tenure, and qualified labour. Regarding seasonality 
of milk production, shortages of milk production in autumn and winter due to low availability 
of feed are usually followed by milk surpluses in summer, which causes rather high 
fluctuations in market prices. Problems to level out the unevenness of seasonal milk supplies 
are related to a lack of skilled farm labour and to the outdated industry structure. 
                                                 
9 The term ‘rational norm’ was used in the Soviet Union, when for all basic products a ‘rational norm’ of 
consumption was elaborated. The current Russian government uses the term to foster milk and meat 
consumption. 
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Milk and meat markets in Kazakhstan 
Vladimir Pak (ACEPAS, Kazakhstan) provided an overview on milk and meat markets in 
Kazakhstan. Expressed in farm gate prices, the estimated value of the meat market of 
Kazakhstan in 2009 was around 1.8 billion USD. Similarly the value of the market for milk 
and dairy products was around 2.0 billion USD in farm gate prices. However, these estimates 
are based on total consumption and in fact should be reduced, because not all goods 
consumed were actually traded. In terms of agricultural gross product meat and milk & dairy 
production is estimated at 16% and 19% respectively.  
For the last ten years milk production in Kazakhstan has been annually increasing on average 
by 4.5%, mostly due to an increase of animal numbers. Nowadays, Kazakhstan has one of 
highest per capita milk consumption rates in the world, and according to FAOSTAT data 
Kazakhstan is ranked 15th among 177 countries in terms of milk consumption per capita. 
Regarding meat consumption Kazakhstan is ranked 51st (67.5 kg), with Ukraine (45.0 kg) and 
Russia (60.9 kg) having lower meat consumption per capita. 
Figure 17: Milk and meat production structure in Kazakhstan 
 
 Source:  Presentation Pak (ACEPAS, Kazakhstan) 
Production of meat and milk in Kazakhstan is rather fractured (cf. Figure 17). About 1.6 
million households (that can be considered as personal owners) own 85% of the cattle 
population (2.7 million heads) and produce 80% of meat and 90% of whole milk. Peasant 
farms, which are usually family farms that own 20-100 cows, and agricultural enterprises 
(organizations usually created on the basis of kolkhozes owning about 5,000 ha of agricultural 
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land and about 200-3,000 cows) still play a rather minor role with regard to total meat and 
milk production in Kazakhstan. 
From the total of 4.7 million tonnes milk consumed in 2008, 2.3 million tonnes were packed 
milk and dairy products (of which 0.9 million tonnes are imported). The rest (i.e. 2.5 million 
tonnes) is unpacked milk and dairy products, which are self-consumed or used for other 
purposes. Kazakhstan is a net importer of milk and dairy products, with main import positions 
being packaged milk, yoghurts, butter, cheese and curds, condensed milk and milk powder. 
Regarding market supply of meat, red meat imports account for only 2-3% of total meat 
consumption in Kazakhstan, and while poultry meat still amounts for most of Kazakh meat 
imports (with most of the poultry meat import originating from the USA and in recent years 
also from Ukraine), poultry meat imports are gradually decreasing and are partly replaced by 
increases in domestic production. Recent developments in milk, dairy and meat supply in 
Kazakhstan are shown in Figure 18. The figure shows that Kazakhstan is almost self-
sufficient by ‘red’ meat and the domestic market, with poultry put aside, is near saturation at 
current price level. Whole milk production is also not far from fulfilling domestic needs.  
Figure 18: Kazakhstan dairy and meat markets: market supply 
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 Source:  Presentation Pak (ACEPAS, Kazakhstan) 
Pak highlighted that the major obstacle for extending domestic processing of meat and milk in 
Kazakhstan is its fractured supply side, with 80% of meat and 90% of milk being produced by 
households with poor quality and efficiency, unstable supply, and seasonality.  
 
Meat markets in Ukraine 
The meat markets in Ukraine were presented by Elisabeth Svyatkivska (Association 
Ukrainian Agribusiness Club, Ukraine). Livestock production in Ukraine experienced a 
drastic decline during the 1990s. From 2001 onwards, the declining trend was reversed and 
Ukrainian livestock production increased by about 2% annually (cf. Figure 19).  
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Figure 19: Dynamics of gross livestock production in Ukraine 
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 Source:  Presentation Svyatkivska (Association Ukrainian Agribusiness Club, Ukraine)  
primary source: State Committee of Ukraine on Statistics 
About 70% of the cattle in Ukraine are concentrated in households. Supply to slaughters 
consists mostly of the cattle of dairy breeds, and the share of households in cattle sold to 
slaughters reaches up to 80 % (depending on the region). In the beginning of 2010, cattle 
stock at all categories of farms amounted to 4826.7 thousand heads (cf. Figure 20). 
Figure 20: Development of cattle stocks in Ukraine 
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 Source:  Presentation Svyatkivska (Association Ukrainian Agribusiness Club, Ukraine)  
primary source: State Committee of Ukraine on Statistics 
Total pig stock in Ukraine also declined drastically during the 1990s, and then rather 
stabilized since 2000. In the beginning of 2010 pig population amounted to 7576.6 thousand 
heads, with about 3307.9 thousand heads (i.e. over 50%) kept at agricultural enterprises. 
Poultry production shows a clearly increasing trend since 2000, with poultry stock at all 
categories of farms amounted to 190.9 million heads in 2010 (with 100.35 million heads 
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being kept at agricultural enterprises) (cf. Figure 21). Ukrainian poultry production is 
expected to further increase significantly, as the sector currently experiences high amounts of 
investments.  
Figure 21: Development of poultry stocks in Ukraine 
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 Source:  Presentation Svyatkivska (Association Ukrainian Agribusiness Club, Ukraine)  
primary source: State Committee of Ukraine on Statistics 
The import of livestock products increased significantly in 2008-2009 after a reduction of 
tariffs upon the accession of Ukraine to the WTO. As a result the Ukrainian government was 
compelled to have recourses to non-tariff methods of protection of domestic markets, mainly 
through veterinary checks. As a result of these non-tariff barriers the volume of import 
decreased in 2009 as compared to 2008. In 2010 veterinary barriers have been supplemented 
by activities of the State Customs Service aiming at an increase of customs values. The main 
motive behind that was improvement of state budget proceeds (i.e. 10-15% customs duties 
and 20% VAT). These attempts resulted in further decreases in imports of meat and meat 
products. 
With regard to further developments, Svyatkivska does not expect major changes in the 
development of the Ukrainian meat sector. Poultry production will retain its position as the 
most stable growing sector (with about 5% annual growth). However the future prospects 
depend considerably on the development of export sales markets. Pig breeding is seen as 
having also good potential for growth, as larger industrial producers will increase their market 
share while small and medium farmers with lower efficiency will be leaving the sector. The 
cattle sector will remain the most problematic one, and is not expected to experience major 
changes in the near future. Generally it can be expected that the share of poultry and pig 
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breeding will be further growing on account of a further deterioration of the market share of 
beef. 
 
Meat markets in Russia 
Dmitri Rylko (IKAR, Russia) gave an overview on the developments in the meat markets in 
Russia. Until 2004, the developments in Russia's livestock production were similar to those in 
Ukraine. Since then, domestic meat policies in Russia became very proactive in terms of 
domestic producer support via market support (introduction of TRQ) and direct subsidies 
(within a national priority project). These measures considerably improved the production of 
pork and poultry and had a stabilizing effect on beef production. However, the policy also 
provokes higher domestic meat prices, and meets with a stagnant overall consumption during 
the last years.  
Production of meat in Russia increased significantly since 2005 (poultry production almost 
doubled and pork production increased by about 50 percent). The leaders in meat and poultry 
production were the following provinces: Belgorod, Moscow and Chelyabinsk oblasts, 
Tatarstan Republic, Krasnodar, Stavropol and Altay krays. Especially the Russian market of 
poultry developed dynamically during the last years, with domestic poultry farming 
developing rapidly with regard to increases in poultry population and poultry production (cf. 
Figure 22).  
Figure 22:  Dynamics of volume and share of domestic production vs. imported poultry 
  and pork meats in Russia 
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 Source:  Presentation Rylko (IKAR, Russia) 
In contrast to the continuously increasing production of poultry and pork meat, Russian beef 
production is rather stagnating. As beef demand is predicted to grow along with an expanding 
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middle class, annual beef per capita consumption is set to rise, which will provoke further 
increases in Russian beef imports.  
Rylko emphasized the following issues as main contradictions of Russian meat markets: 
ambitious goals of "food security" doctrine, signs of market saturation and price affordability 
problems, WTO accession and associated upper limits of support. Furthermore, the Russian 
drought in 2010 will have longer term consequences for the sector. As a consequence of the 
drought, the feed prices went up and forced all categories of livestock farms to decrease the 
number of animal heads. Thus, due to the circumstances of the drought 2010, the several year 
governmental support programme for the livestock sector may experience a major setback 
with regard to its goal of increased self-sufficiency in meat.  
 
4. Cereal markets 
Since 1990, the three countries Russia, Ukraine and Kazakhstan have transited from being the 
world biggest grain importer to being the major grain exporting nations (cf. Figure 23). In this 
section the workshop presentations of the cereal market sessions are summarized, starting 
with an overview on the situation in world and EU cereal markets, and followed by specific 
information on the cereal markets in the three focus countries. 
Figure 23:  Net grain exports from Russia, Ukraine and Kazakhstan 
 
 Source:  Presentation Dmitri Rylko (IKAR, Russia) 
Agricultural sector and market developments in Ukraine, Russia and Kazakhstan 
- 33 - 
World and EU cereals markets 
Dangiris Nekrasius (DG AGRI, Belgium) provided the general overview of the situation in 
world and EU cereals markets. Nekrasius presented figures on wheat, maize and barley with 
world balance, stock and prices for historical data from 1999 onwards and also projections 
until 2020. 
World market developments are projected to experience a still strong demand for cereals, with 
an increasing annual rate in world cereal consumption. World cereal production is also 
projected to grow in the period 2010-2020, but not as fast as demand, and at lower growth 
rates than those observed in the period 2000-2009. Regarding cereals trade, annual growth 
rates in trade for the period 2010-2020 are projected to be lower than those experienced in the 
period 2000-2009 for wheat but higher for coarse grains. The medium-term prospects for the 
EU cereal markets depict a relatively positive picture with tight market conditions, low stock 
levels and prices remaining above long term averages. Supply growth in the EU is expected to 
result mostly from very moderate yield growth (slightly above 0.5% per year on average) with 
some reallocation between crops in a stable cereal area. The domestic use of cereals in the EU 
is projected to increase, most notably due to growth in the emerging bioethanol and biomass 
industry. 
 
 
Cereal markets in Kazakhstan 
The overview on cereal markets in Kazakhstan was presented by Rakhim Oshakbayev 
(ACEPAS, Kazakhstan). Wheat is the main crop produced in Kazakhstan, representing 82% 
of Kazakhstan’s total grains production in 2009. Around 70% (11.8 million tonnes in 2009) of 
wheat are produced by agricultural enterprises. Main production regions for cereals in 
Kazakhstan are the Northern Kazakhstan, Kostanai and Akmola regions. Cereal production is 
export oriented, with about 6 million tonnes of cereals being exported in 2008 and 5.5 million 
tonnes in 2009 (cf. Figure 24). 
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Figure 24:  Production, export and production structure of cereals in Kazakhstan  
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 Source:  Presentation Rakhim Oshakbayev (ACEPAS, Kazakhstan) 
There are three key directions of Kazakh cereal exports: Iran, Azerbaijan, Georgia, Turkey 
(47% of export), Uzbekistan, Kyrgyzstan, Afghanistan, Tajikistan (36% of export) and 
Europe (10% of export). Transportation is one of the biggest obstacles to Kazakh cereal 
exports. Kazakhstan is the biggest landlocked country, with no access to the open sea and 
remoteness from grain terminals on Black, Azov and Baltic seas. Railway transportation of 
cereals is hindered as Russian exporters have the privilege on Russian railways. Furthermore, 
exports on southern directions are restricted by railway capacity limits (low capacity of 
railway tracks) and a lack of grain terminals. Thus, due to higher transportation costs (and 
also due to lower yields) Kazakh wheat can hardly compete with Russia and Ukraine on the 
EU market or Australia on the China market. The value chain in the export of one tonne of 
wheat is depicted in Figure 25. 
Figure 25:  Value chain in the export of one tonne of wheat (kzt)  
 in Kazakhstan (autumn 2009) 
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 Source:  Presentation Rakhim Oshakbayev (ACEPAS, Kazakhstan) 
Agricultural sector and market developments in Ukraine, Russia and Kazakhstan 
- 35 - 
Oshakbayev highlighted several opportunities for cereals production in Kazakhstan: 
- Presence of local and foreign players on the market. 
- Increase in production due to the expansion of sown areas and the relatively favourable 
weather conditions. 
- Application of moisture-retaining technologies. 
- Climatic advantages for growing. 
- Improvement and development of infrastructure (for example in early 2010 an agreement 
to lift the ban on the transit of grain through the territory of China was reached, and 
construction of a grain terminal with capacity of 500 thousand tonnes on the boarder was 
started). 
 
Cereal markets in Ukraine 
Sergey Feofilov (Ukragroconsult, Ukraine) gave an overview presentation on cereal markets 
in Ukraine. He illustrated that every 3-4 years a decline in Ukraine’s cereals production can 
be observed, which can be mainly attributed to weather problems. The most recent example 
for such declines is 2010, where the drop in production is estimated to be about 15% (cf. 
Figure 26).  
Figure 26:  Grain production in Ukraine (mio. tonnes) 
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 Source:  Presentation Feofilov (Ukragroconsult, Ukraine) 
Feofilov explicitly highlighted that in Ukraine the production risks related to frosts are much 
lower than those related to summer droughts. For example in autumn 2007, air temperatures 
and precipitation were within the usual and even above usual levels in Ukraine, whereas in 
autumn 2008 there had been a delay in plantings due to hot weather (with temperatures 
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between 31-35 degrees Celsius from 1-15 September) and in autumn 2009 a drought like 
weather in August and September caused that about 50% of the crop areas were planted at a 
later time than is usually best for sowing in Ukraine. 
Feofilov emphasized that nowadays the driver for agricultural development in Ukraine is not 
technology but the capital markets. The availability of financing is a big problem, and interest 
rates are usually very high in Ukraine, for example in March 2010 interest rates were between 
18-15% for loans with a 12 months duration and about 14-15% for loans with three years 
duration. Therefore cash prices for crops are the major source of financing for the farmers. As 
production margins for rapeseed and sunseed are much higher than those for wheat, barley, 
and corn (cf. Figure 27), farmers might still stick to these crops even though the Ukrainian 
government recently put a law into place that is actually imposing a 5-year crop rotation. The 
Ukrainian government would like to limit the area planted with oilseeds (in some regions the 
share of land planted with sunflower reaches 50%) due to sustainability problems related to 
missing or insufficient crop rotation. 
Figure 27:  Production margins in Ukraine, 2009/2010 (UAH/tonne) 
 
 Source:  Presentation Feofilov (Ukragroconsult, Ukraine) 
UkrAgroConsult has developed the Ukrainian Agricultural Index (UAIndex) as a tool for 
forecasting capital markets and assessing the value of agricultural companies. The UAIndex 
reflects the market’s average attitude towards Ukrainian agro-holdings as entities operating in 
developing markets, i.e. the index assesses the future value of companies against the 
background of the interaction of current factors. The index is daily adjusted by 
UkrAgroConsult specialists on the basis of calculated potential revenues from sales of wheat, 
soybean, sugar, corn, barley and input costs. The calculations of revenues/expenses are based 
on commodity futures. In mid 2010, the UAIndex went down severely, as a reaction to the 
drought which affected production output, and the export restrictions announced by the 
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government. Feofilov concluded that an improving and reliable business climate would drive 
the interest in Ukrainian agribusiness, and attracting capital for the sector.  
 
Cereal markets in Russia 
Andrey Sizov (SOVECON, Russia) mainly presented details on the Russian grain markets in 
20010/11. With the 2010 grains harvest progressing more slowly than usual yields decrease 
over time and about 10 million tonnes will be lost due to the summer drought (cf. Figure 28).  
Figure 28:  Russian harvest progress in 2009 vs. 2010 
 
 Source:  Presentation Sizov (SOVECON, Russia) 
Estimated grain production in Russia is about 59 million tonnes of which 41 million tonnes 
are wheat, 8 million tonnes barley and 10 million tonnes maize and mixed grains. These 
figures indicate a production decrease of about 37 million tonnes compared to the harvest in 
2009. Due to high grain prices (even in Kazakhstan) and quotas in Ukraine, imports will be 
limited to 3.5 million tonnes. Out of the approximately 20 million tonnes of stocks, some 13 
will be mobilised to reach the balance. Consumption is expected to decrease due to increased 
prices and grain exports might fall from 22 to 3 million tonnes. This production decrease will 
most likely result in a reduced cattle production in Russia (i.e. cattle will be slaughtered) in 
order to avoid costly feed imports (and meat will instead be imported). Forecasts for sowing 
of winter grains in Russia amount to 13 million ha, instead of 17 ha actually planned. This 
might result in a rather serious drop in 2011 wheat production.  
Sizov concluded that Russia’s grain balance in 2010/11 will be tight, despite the ban on grain 
exports. Demand for wheat, including milling wheat from the feed industry is growing fast. 
For barley and corn the quite tight balance is underpinning fast growing domestic prices. Feed 
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barley prices, which are now well above milling wheat prices, keep pushing domestic wheat 
prices. The strong domestic prices are expected to result in heavy slaughter rates and declines 
in livestock numbers. The reduced livestock numbers will ease domestic demand for feed 
grains in Russia; nonetheless a sharp growth in Russia’s grains imports looks unavoidable. 
Russia’s market adaptation capacity to react on the increased grain demand is seriously 
limited due to climate, missing capital and a rather unpredictable policy environment. Sizov 
also highlighted that Russia has about 30 million ha of unused potential arable land (offering 
lower yield) but it would require capital investment to bring this land into production. 
 
5. Oilseeds and biofuels markets 
This section provides a summary of the workshop presentations on oilseeds and biofuels 
markets in the three focus countries. While oilseeds are produced in all three countries, 
biofuels production is not relevant in Russia and Kazakhstan and is therefore not covered in 
the respective presentation summaries. 
 
EU and world markets for oilseeds and biofuels 
Dangiris Nekrasius (DG AGRI, Belgium) provided a general overview on the developments 
in EU and world markets for oilseeds and biofuels. Nekrasius presented figures on soybean, 
rapeseeds and sunflower with world balance, stock and prices for historical data from 1999 
onwards and also projections until 2020. World demand and production of oilseeds are 
projected to both grow in the period 2010-2020, albeit at a lower rate than in the period 2000-
2009. The annual growth rate in world trade of oilseeds is projected to be about 2% for the 
period 2010-2020, compared to about 3.2% between 2000 and 2009. Medium-term prospects 
for the EU oilseeds markets show an increase in oilseeds supply, resulting mostly from 
moderate yield growth and to a lesser extent from a slightly expanding oilseeds area, with 
some reallocation between crops. The expected increase in domestic use of oilseeds in the EU 
would be driven by growth in the emerging biodiesel and biomass industry following the 
initiatives taken by EU Member States in the framework of the Renewable Energy Directive 
(RED). In order to meet biofuels targets in the EU, additional imports will be required, and 
thus the EU’s trade balance is not expected to improve over the medium term. 
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Oilseeds markets in Kazakhstan 
Dauren Oshakbayev (ACEPAS, Kazakhstan) gave an overview on the oilseeds markets in 
Kazakhstan.10 The area suitable for oilseeds production in Kazakhstan is limited, and thus 
oilseeds area (including sunflower, rapeseed, safflower, cotton seed, soybeans and other 
oilseeds) represents only about 6% of the total sowing acreage. Compared to the early 1990s 
production of oilseeds has almost doubled, however the production development has been 
more extensive than intensive (Figure 29). 
Figure 29:  Oilseeds production dynamics in Kazakhstan 
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 Source:  Presentation Dauren Oshakbayev (ACEPAS, Kazakhstan); * 3-year averages 
Main oilseeds produced in Kazakhstan are sunflower, cottonseed and rapeseed, and yields are 
rather low (cf. Figure 30). Kazakhstan is exporting rapeseeds (representing 85% of total 
oilseeds exports in the last three years), mainly to Latvia, Denmark, Finland and Norway. The 
main imported crop is sunflower (representing 73% of total oilseeds imports in the last three 
years), which is mainly imported from Russia. Driven by processors in Kazakhstan, imports 
of soybeans increased considerably in the last years (currently representing 22% of total 
oilseeds imports). 
Regarding oilseeds processing, there are 15 medium and large scale processing companies in 
Kazakhstan (only two of them remaining from soviet times). Two processing companies are 
dedicated mainly to soybeans and two to rapeseed. Except the Savola group processing plant, 
all processing plants are allocated in oilseeds production regions. Current total Kazakh 
oilseeds processing capacity is estimated to be more than 1.3 million tonnes, however the oil 
processing plants capacity utilization was 22.6% in 2009. The key players are equipped with 
modern western production lines, with five plants being able to produce deodorized oil. 
                                                 
10 Production of biofuels in Kazakhstan does not exist. Oshakbayev stated that actually two plants have been 
built for bioethanol production in Kazakhstan. However, as it was impossible to sell its output both plants 
switched to the production of vodka. 
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Rapeseed is mainly processed for food purposes. Each company has its own procurement 
system, trademarks and wholesale distribution network. 
Figure 30:  Oilseeds production structure and yield averages in Kazakhstan 
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 Source:  Presentation Dauren Oshakbayev (ACEPAS, Kazakhstan); * 3-year averages 
Regarding export bans, Oshakbayev showed that the Kazakh sunflower seeds and oil export 
ban from October 2007 and April 2009 as well as the export bans for rapeseed, cotton seed/oil 
and soybeans between October 2008 and April 2009 had a clearly decreasing effect on 
domestic prices in Kazakhstan.  
Concluding his presentation, Oshakbayev pointed out several limits for oilseeds production in 
Kazakhstan: while the recommended crop rotation with sunflower is five years, in East 
Kazakhstan 31% of arable land is under sunflower; for rapeseed (as a water demanding plant), 
240-330 mm rainfall is not enough, furthermore rapeseed requires soil fertility and nutrient 
availability; being drought resistant, safflower is the most unpretentious crop, but it suffers 
from diseases and pests; soybeans are cultivated on irrigated land which is very limited in 
Kazakhstan. 
 
Oilseeds and biofuels markets in Ukraine 
Alina Fedyay (Bunge, Ukraine) highlighted that just about five years ago sunflower covered 
almost the total oilseeds production in Ukraine (99%). However, nowadays also rapeseed and 
soybeans are produced. Fedyay presented Bunge Ukraine forecasts for the development of 
sunflower, rapeseed and soybean production in Ukraine. Regarding sunflower, the forecast 
shows a yield increase of 8% by 2015/16 and 23% by 2020/21. Harvested area is expected to 
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decrease, which could be explained by the need for crop rotation (as in some east and central 
Ukrainian regions sunflower crops are produced on about 40% of all agricultural area. 
Ukrainian rapeseed production is developing very fast in the resent years. Rapeseed yields are 
foreseen to further increase 60% by 2015/16 and 96% by 2020/21. Yield growth rates are 
forecasted to be smaller for soybean production than for the other oilseeds crops, with yield 
increases of about 4% by 2015/2016 and 13% by 2020/21.  
The Ukrainian crushing industry (about 90% is sunseed or multi-crush) is very well 
developed and highly competitive. Current average usage of crushing capacities is estimated 
at 92-95%, and increases of crushing facilities are already foreseen for the near future.  
Figure 31:  Crush capacity and crop deficit in the Ukrainian crushing industry 
 
 Source:  Presentation Alina Fedyay (Bunge, Ukraine) 
With respect to total oilseeds production in Ukraine, the forecasts show an increase in 
production of more than 50% and a doubling of Ukrainian oilseeds exports by 2020. About 
90% of the oilseeds exported will be rapeseed.  
Regarding the Ukrainian biofuels market, the market situation differs greatly between 
biodiesel and bioethanol. There are about 42 simple machineries and mini-plants for biodiesel 
in Ukraine, operating with a total capacity of 500000 tonnes, and producing 50-70 kmt of 
biodiesel annually. The poor performance of biodiesel production in Ukraine is not surprising, 
as according to a rough calculation of Fedyay, the current cost of biodiesel production in 
Ukraine is about 9758 UAH/mt, whereas the price of conventional diesel is about 7900 
UAH/mt. Thus, under these conditions there is no perspective for biodiesel production in 
Agricultural sector and market developments in Ukraine, Russia and Kazakhstan 
- 42 - 
Ukraine. The situation is different for bioethanol. In 2009, Ukraine produced almost 12 kmt 
bioethanol. In the same year six Ukrainian distilleries were reconstructed for bioethanol 
production with a total annual capacity of 120 kmt. Further investments in bioethanol are 
foreseen, as for example Ukrros (a Ukrainian agroholding) is going to invest 30 million USD 
into the reconstruction of a sugar plant, with the target of an annual capacity 110 kmt of 
bioethanol.  
Fedyay highlighted two major issues that need to be resolved if Ukraine wants to realize its 
great potential for further development in bioethanol: a functional incentive program for 
domestic bioethanol consumption (the current programme does not seem to work), and 
improvement of the legislative framework (more than 10 different laws/decrees were passed 
since 2000, but amendments are needed). 
 
Oilseeds markets in Russia 
Andrey Sizov (SOVECON, Russia) mainly presented details on the Russian oilseeds markets 
in 20010/11. The area sown with sunflower was at a record high in 2010. However, due to the 
summer drought the estimated sunseed output was expected to be lower than in previous 
years. Compared to 2009, the sunseed output was lower in all Russian regions except Siberia 
(where production was stable but very low). Rapeseeds and soybeans also reached record 
highs with respect to area sown in 2010 (0.878 mio. ha rapeseeds and 1.178 mio. ha 
soybeans). Contrary to the estimates for sunseed, rapeseeds and soybeans output was expected 
to be higher than in previous years. Therefore total oilseeds output for 2010 was expected to 
be lower than in the two previous years but still above the level of 2007.  
Figure 32:  Total oilseeds and sunseeds output in Russia 
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 Source:  Presentation Andrey Sizov (SOVECON, Russia); Note: 2010 is a forecast 
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Sizov concluded that the sharp decline in sunflower production results in a tight oilseed 
balance in Russia despite the record high output of other oilseeds. The high domestic oilseeds 
prices bust a steady growth in domestic vegetable oils prices. These high domestic prices for 
vegetable oils have the effect that Russia's sunflower oil exports will be uncompetitive and 
will limit Russia's sunflower oil exports in 2010/11, thus Russian sunflower oil producers will 
focus on the domestic market. 
 
6. Agricultural production and commodity market developments in 
Ukraine, Russia and Kazakhstan: Status quo, possibilities, challenges, 
and risks 
In this section we present a summary of the workshop discussions. First some comments on 
the main challenges for the agricultural production and commodity market developments in 
the three focus countries as given by Dmitri Rylko (Russia), Victor Andrievsky (Ukraine) and 
Rakhim Oshakbayev (Kazakhstan) are presented. After this the major points of the 
discussions throughout the workshop sessions are summarized. 
Commenting on Russia's big challenges in the agricultural sector, Dmitri Rylko (IKAR, 
Russia) highlighted the world economic crisis, high export tariffs in Russia and the 2010 
drought as the most unfavourable external conditions with which the Russian agribusiness 
currently has to deal with. High interest rates make the financing of agricultural enterprises 
very difficult and the world financial turmoil has the effect that Russian agriculture had (and 
still faces) even more difficulties with respect to getting the needed financing for production 
inputs and machinery. Effects of the 2010 drought will still be felt during the next 2-4 years, 
especially with regard to the livestock sector, and are expected to lead to further regional 
differences in Russia’s agricultural sector. 
Victor Andrievsky (Agrarian Market Development Institute, Ukraine) highlighted financing, 
infrastructure, the land market, and a coherent agricultural policy as the most important 
challenges for Ukraine's agriculture. He sees the necessity of a vital dialog between 
agricultural producers and policy makers, and that people with profound knowledge of the 
domestic agricultural sector need to be involved in decision making. Small Ukrainian farmers 
may be the ones most negatively affected by the accession of Ukraine to the WTO, and the 
question is how to assist them during the period of structural change in the agricultural sector. 
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Rakhim Oshakbayev (ACEPAS, Kazakhstan) emphasized Kazakhstan’s remoteness, and the 
associated difficulties to reach new markets due to distance, absence of open sea access, lack 
of railways and transit possibilities as the major challenges for the development of the 
agricultural sector in the country. He specifically highlighted the importance of international 
knowledge exchange and transfer, and in this respect appreciated very much meetings like the 
present workshop.  
 
Throughout the workshop sessions, participants discussed the role of big agricultural 
enterprises (agroholdings) and small households in the development of agricultural production 
in the three focus countries. In all three counties there is a dichotomy with regard to farm size, 
with some big agroholdings on the one side and many small scale and subsistence farmers on 
the other side. While the latter are large in number and have an important role to play for rural 
development, they are usually very small in size and individual production output. 
Smallholders typically suffer under a lack of access to equipment and production input, and 
therefore often rely on local collective farms with respect to inputs. Workshop participants 
pointed out that for example a great part of fodder used by individual household farms comes 
from local collective farms. Furthermore, rents are often paid in kind by the big agricultural 
enterprises to households. As these free inputs are not accounted for in statistics, small farms 
might actually not be as productive as suggested by statistics. The nature of such relationships 
and dependence may also at least partly explain how individual household farms can survive 
even though they are obviously not really viable in terms of agricultural productivity.  
Limits with respect to farm size have also been discussed during the workshop, and 
participants reported that management problems can certainly occur if agroholdings are 
getting too big, with such problems hampering efficiency and productivity of the 
agroholdings. It was also stated that there is a general lack of qualified farm labor and 
qualified and experienced agricultural managers in all three focus countries.  
In general, sustainability of agricultural production seems to be a challenge for all three 
countries. Workshop participants expressed their concerns that some investors and new 
cooperate owners seem to exploit land with the objective of maximum short-term production 
and profit, and with rather little concern for long-term consequences and sustainability. 
Investors also may sometimes not be very bonded to the regional countryside and the rural 
population, implying a lack of understanding of existing institutions, structures, and practices. 
Workshop participants agreed that stable rules for long-term rent of land and private property 
on land are important prerequisites for both enhancing sustainability in production and 
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improve output, and they are needed in order to attract investments in agriculture. Activation 
of the land market in Ukraine remains an uncertainty and it is not clear when and under which 
regulation the moratorium on the agricultural lands selling will be lifted. It was highlighted 
that about 7 million citizens of Ukraine are owner of land, and for many of them rent of farm 
land is a major source of income. Therefore transparency of the land market is crucial (not 
only in Ukraine) and must be obligatory for all participants, so that people who sell shares 
know the appropriate price of their land. Consequently, Ukraine needs to put institutional 
arrangements into place that enable an efficient recording, circulation, control, and 
enforcement of land property rights, i.e. a proper legal framework for regulating the land 
market and an official and functioning land cadastre should be established before the land 
moratorium in Ukraine is lifted. 
Participants also discussed issues regarding the quality of official statistics in the three focus 
countries. It was stated that official statistics seem to tend towards more favorable figures, 
which might be also a reason that for example in 2010 the Russian government realized rather 
late that the domestic cereals harvest will be very low. Unreliable statistics form a serious 
handicap for policy decision makers and improving statistics in the focus countries represents 
an issue that might need more attention. 
One of the most crucial issues for the further development of the agricultural sectors in 
Ukraine, Russia and Kazakhstan is improvement of logistics and infrastructure (e.g. 
developing optimal routes to target markets, raising the capacity of grain terminals, etc.). This 
comprises both private and public investments. It was acknowledged that there are already 
considerable investments in grain infrastructure, for example in Ukraine, with the competition 
among the trading companies becoming stronger every year. However, market institutions 
and organization of the markets are still weak in the region, and contract enforcement is often 
rather difficult and time-consuming, with contract default risk being high. A lack of contract 
enforcement implies not only difficulties for grain traders but also adverse effects for 
producers, especially with regard to financing abilities. 
Experts at the workshop emphasized the difficulties implied when governments impose ad 
hoc export restrictions. Ad hoc export restrictions, like those applied in 2010 for grain exports 
in all three focus countries, do not only have adverse effects on world grain markets but also 
constitute a great risk for traders and threat domestic farm gate prices. However, it was also 
mentioned that while grain export restrictions comprise losses for the exporting sectors, they 
might be beneficial for the domestic livestock sectors as they imply lower feed prices. In any 
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case, if export restrictions are planned to be imposed it was deemed important that the market 
participants are informed well in advance by the government.  
Throughout all discussions in the workshop sessions, participants of the workshop highlighted 
that stable, transparent and reliable regulatory frameworks, with stable rules for long-term 
contracts for rented farm land and private property, coherent agricultural policies, and a crack 
down on corruption are crucial for the further development of the agricultural sector in the 
focus countries and would be a prerequisite to attract the needed domestic and foreign 
investments into agriculture and infrastructure. This, together with a vital dialogue between 
market participants, science and the government, would certainly further boost production in 
the focus countries. 
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